



































LUCKY STORES INC 


ANNUAL REPORT • 1960 


REVIEW OF THE YEAR 

1960 

(52 WEEKS) 


SALES 

EARNINGS 

(Before Taxes on Income) 

NET EARNINGS 
EARNINGS 

(Per Share Common Stock) 

EARNINGS 

(Per Share Based on 
52 Weeks Each Year) 


190 , 071,490 

5 . 991.835 

2 . 821.835 
1.42 
1.42 


IN BRIEF 
1959 

(53 WEEKS) 

178 , 689,888 

5 . 947.542 

2 . 847.542 
1 . 44 * 
1 . 41 * 


’Adjusted for 3% Stock Dividend Paid March, 1960 















REPORT TO THE 
STOCKHOLDERS 
AND EMPLOYEES 


It is very gratifying to report that for the 52-week year 
of 1960, we again reached a new high in sales, and earn¬ 
ings were almost identical to last year’s 53-week reporting 
year. Intensely strong competitive factors and new store 
opening costs in the first quarter of 1960 depressed earn¬ 
ings of that period very considerably. In the last three 
quarters, this was substantially overcome. 

During the year, 16 new markets were opened and 12 
were closed or sold. At year end 121 markets were in 
operation. It is anticipated that we will open more than 
20 stores in existing areas of operation during 1961. 
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sales 


earnings 


Sales continued to climb over preceding years, and for 
the year 1960 reached a new all-time high for the company 
of $190,071,490. This represents an increase of 6.4 per 
cent over 1959. 

After providing for federal income taxes of $3,170,000, 
net income amounted to $2,821,835, compared with 
$2,847,542 in the previous year. 


Earnings per share of common stock, based on 1,958,- 
154 shares outstanding at the end of 1960, were $1.42 
compared with $1.44 on 1,888,699 shares outstanding 
at the end of 1959 after adjustment for the 3% stock 
dividend paid on March 31, 1960. After adjustment for 
the fifty-three week year of 1959 for comparison with the 
year 1960, the per share common stock earnings for 1959 
were $1.41. 

Quarterly dividends of 20£ per share were continued 
during the year 1960 and were paid on February 15, May 
16, August 15, and November 15. A dividend of 20£ per 
share was also paid on February 15,1961, and on the same 
date a stock dividend of 3% was paid to all shareholders 
of record January 25, 1961. 

The 20£ dividend payable February 15, 1961, which 
was declared on December 22, 1960, has been reflected 
in the earnings retained for use in the business as shown 
on the balance sheet. The 3% common stock dividend 
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paid on March 31, 1960, has been reflected in the ac¬ 
counts of your corporation by charging $22.50 (fair mar¬ 
ket value on date of declaration of dividend) against earn¬ 
ings retained for use in the business for each new share 
issued, crediting $1.25 of that amount to the stated capital 
account and the remaining $21.25 to capital in excess 
of par value of stock outstanding. 


finance 


To provide the necessary funds for our expansion pro¬ 
gram, we are negotiating with the holders of our existing 
notes to borrow an additional $4,000,000 on a long term 
loan basis. An indication of our requirements is the capital 
expenditures made this year for plant, equipment, and 
store fixtures, which total approximately $4,300,000, as 
compared with depreciation of $2,002,299. 


general 


Additional acreage has been acquired for expansion of 
existing warehouse and office facilities in San Leandro, 
and a 30-acre site has been purchased in Southern Cali¬ 
fornia for a warehouse and an office to serve that area. 


A significant development in retailing has been the ac¬ 
ceptance and expansion of the “discount” house, an “open 
door” or “closed door membership” self service department 
store. Because more and more food is being moved through 
these outlets, it has become apparent to your management 
that Lucky should be in this phase of distribution. Late 


HOW YOUR LUCKY SALES DOLLAR WAS DIVIDED 



Manufacturers 
Producers, Suppliers 


Wages and Other 
Employee Benefits 

Rent, Advertising, 
Supplies, Insurance 

Depreciation and Repairs 

Taxes 

Cash Dividends Paid 
Retained in Business 


$1.00 Total 


EARNINGS BEFORE AND AFTER TAXES 


6,000 

5,500 

5,000 



4,500 


4,000 


3,500 


3,000 


2,500 


2,000 


1,500 


1,000 


500 “ 

thousands 
of dollars 


1960 


1958 


1959 


1957 


EARNINGS BEFORE EARNINGS AFTER 

INCOME TAXES INCOME TAXES 


EARNINGS PER SHARE COMMON STOCK 

(6 Years) 


1960 

1.42 

1959 

(53 WEEKS) 

1 . 44 * 

1958 

1 . 39 * 

1957 

1 . 26 * 

1956 

1 . 07 $* 

1955 

. 90 * 

♦Adjusted for 3% Stock Dividend Paid March, 1960 
» ♦♦Excluding Non-recurring Gain 










































in 1960, Lucky purchased a majority interest in Gemco, 
a one unit, closed door membership department store in 
Anaheim, California. At the present time, plans are being 
drawn to add a food department and storage space to this 
store. Four or five sites are under study for the opening of 
additional units as quickly as possible. 

Several organizational changes have been made, result¬ 
ing in the establishment of a northern region and a southern 
region. These areas are supervised by regional managers, 
who, under the direction of the executive vice-president, 
coordinate the activities of the division managers. 

Morale in the divisions and regions is excellent. Con¬ 
tinuing training programs are very effective, enabling us, 
through enthusiastic cooperation and coordination of all 
departments, to open new stores with a minimum of dis¬ 
ruption, while maintaining the present high level of oper¬ 
ation in existing stores. 

The diligent efforts and outstanding contribution of our 
employees, together with the loyal support of our stock¬ 
holders and board of directors make this favorable report 
possible. We express our sincere thanks. 



President 





The sale of self-service meat has not replaced the careful handiwork of the meat cutter. After each cut of meat is prepared for packaging, it is quickly 

Highest quality meats are carved by expert cutters in each Lucky Store. placed in a cardboard tray and cello-wrapped. Such modern 

packaging methods adopted by Lucky allow each customer to 
personally select her choice of meat and cut. 




It is shortly after midnight and a truckload of fresh fruit 
arrives at the main warehouse only hours after being picked 
in nearby orchards. The fruit is examined and checked 
upon arrival. 


Serving Northern California Lucky Stores from the San Leandro distribution warehouse, each 
individual store order is checked to insure that adequate quantities of fresh fruits and vegetables 
are available for Lucky customers. 
















With automatic weighing operations such as this, Lucky customers receive guaranteed Refrigerated cases display Lucky meats under attractive and sanitary 

full measure for their shopping dollar. conditions. 


Quick handling of large quantities of produce is made possible in the San Speed and expert handling are added insurance of freshness and goodness 

Leandro warehouses through the use of modern labor saving devices such as every day of the year for customers when they shop for their produce at any 

this lift-truck. Lucky Store. 














STORE LOCATIONS 

SEATTLE DIVISION 

Kent / Seattle (5) / Burien / Tacoma (4) 

11 STORES 

NORTHERN CALIFORNIA 
DIVISION 


SACRAMENTO 

OPERATIONS AREA 

31 STORES 

Auburn / Carmichael / Citrus Heights / Folsom / Grass Valley 

Marysville / North Highlands (2) / North Sacramento / Placerville 

Rancho Cordova / Sacramento (19) / Yuba City 

BAY OPERATIONS AREA 

56 STORES 

Alameda (2) / Antioch / Berkeley (2) / Burlingame / Concord 

El Cerrito / Fairfax / Fairfield / Fremont / Fresno 

Hayward (4) / Livermore / Modesto (2) / Mountain View / Oakland (6) 
Orinda (2) / Palo Alto (3) / Pinole / Pittsburg / Redwood City (2) 

Richmond / Salinas / San Bruno / San Francisco / San Jose (5) 

San Leandro / San Mateo / San Pablo / Santa Clara / Santa Cruz 

Santa Rosa (2) / Stockton / Sunnyvale / Vallejo / Walnut Creek (2) 

LOS ANGELES DIVISION 

Anaheim / Bell / Hermosa Beach / Inglewood / Lakewood / LaMirada 
Lennox / Lomita / Long Beach (2) / Lynwood 

Norwalk / Redondo Beach / San Gabriel / Torrance (2) / West Covina 

17 STORES 

SAN DIEGO DIVISION 

9 STORES 

Chula Vista / El Cajon / La Mesa / Lemon Grove / San Diego (5) 

PHOENIX 

OPERATIONS AREA 

1 STORE 

Phoenix 
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LUCKY STORES, INC. 

BALANCE SHEET - JANUARY 1, 1961 


ASSETS 


Current assets: 

Cash. $ 4,254,356 

Accounts receivable. 2,054,881 

Inventories, at cost or market, whichever is lower: 

Merchandise. 9,797,882 

Supplies and wrapping materials. 313,554 

Unexpired insurance premiums, prepaid taxes and rents. 778,552 

Store and warehouse properties held for sale and leaseback. 2,215,201 

Total current assets. 

Investments and long-term receivables, at cost. 


Property, plant and equipment, at cost, less accumulated depreciation 
and amortization (Note 2). 

Deferred charges. 


$19,414,426 

1,066,746 

13,015,211 

291,884 

$33,788,267 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 

Notes payable—-instalments due within one year (Note 3). $ 427,492 

Accounts payable. 6,392,205 

Accrued wages, taxes (except federal income taxes), 

insurance, rent, etc. 2,423,904 

Dividend payable. 391,631 

Estimated federal income taxes. 2,013,992 

Total current liabilities. 

Notes payable, partially secured-instalments due 

after one year (Note 3). 

Stockholders' equity: 


Preferred stpck, authorized 100,000 shares, par value $50 per share (Note 5): 


Outstanding, 20,000 shares First Series 5% cumulative. 1,000,000 

Common stock, authorized 5,000,000 shares, par value $1.25 per share (Notes 4 and 6): 

Outstanding 1,958,154 shares. 2,447,693 

Capital in excess of par value of stock outstanding (Note 8). 5,373,521 

Earnings retained for use in the business, per accompanying statement (Note 3). 10,150,323 


$11,649,224 

3,167,506 


18,971,537 

$33,788,267 
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LUCKY STORES, 

STATEMENT OF EARNINGS 

FOR THE FISCAL YEAR (52 WEEKS) ENDED JANUARY 1, 1961 


Sales, less returns and allowances. $190,071,490 

Cost of goods sold. 147,284,144 

Selling, general and administrative expenses. 34,807,252 

Provision for depreciation and amortization. 2,002,299 

Interest expense. 160,916 


Dividend and interest income. 

Estimated federal income taxes. 

Net earnings. 

Earnings retained for use in business, January 3 1960 


Dividends declared: 

Preferred stock—$2.50 per share. 50,000 

Common stock: 

In cash—$.80 per share (paid in 1960). 1,549,339 

.20 per share (payable in February 1961). 391,631 

In common stock—3%. 1,275,547 


Earnings retained for use in business, January 1 1961 (Note 3) 


$42,787,346 


36,970,467 

5,816,879 

174,956 

5.991.835 
3,170,000 

2.821.835 
10,595,005 
13,416,840 


3,266,517 

$10,150,323 


NOTES TO FINANCIAL STATEMENTS 


NOTE 1—Basis of preparation of statements: 

The Company’s wholly-owned subsidiaries were merged into Lucky in 1960. 
The statement of earnings for the fifty-two weeks ended January 1 1961 includes 
the earnings of the subsidiaries from January 4 1960 to the dates of the mergers. 


NOTE 2—Property, plant and equipment: 

Buildings .$ 2,157,772 

Leasehold costs and improvements. 2,139,083 

Fixtures and equipment. 16,221,966 

Trucking equipment . 1,756,295 

22,275,116 

Less—Accumulated depreciation and amortization. 10,306,479 

11,968,637 

Land . 1,046,574 


$13,015,211 

Approximately $2,325,000 of buildings, equipment and land are pledged to 
secure notes payable. 

Substantially all stores and certain other facilities operated by the Company 
are leased. The leases in effect at January 1 1961 provide for minimum annual 
rentals of approximately $2,850,000 of which about $1,128,000 represents rentals 
under leases expiring within fifteen years. Most of the leases also require pay¬ 
ment of property taxes and insurance and provide for additional rentals if sales 
exceed specified amounts. 


NOTE 3—Notes payable: 

Unsecured—4.65% loans due $134,000 annually 


October 1 1961-1970 .$1,330,000 

Unsecured—4.75% loans due $166,000 annually 

April 1 1961-1970 . 1,670,000 

Secured—Mortgage loan due $5,180 monthly 

including interest at 4%. 272,327 

Secured—Mortgage loan due $2,112 monthly 

including interest at 5%. 239,951 

Unsecured—3% instalment note due 1961. 7,800 

Equipment purchase contracts. 74,920 

Balance, January 1 1961. $3,594,998 


Under the provisions of tne 4.65% and 4.75% loan agreements approximately 
$7,610,000 of income retained for use in the business at January 1 1961 is not 
available for payment of cash dividends. 

Negotiations are under way with the holders of the 4.65% and 4.75% notes 
to borrow $7,000,000 repayable from 1965 to 1976; if the new loan is consum¬ 
mated, the existing loans will be repaid and the balance of the proceeds will be 
added to general corporate funds. The new loan agreement will require, among 
other things, a limitation on dividend payments and capital stock redemptions. 


Notes continued on next page. 
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NOTE 4—Stock dividend paid in 1961: 

On February 15 1961 58,744 common shares were issued as a 3% stock dividend, declared on December 22 1960 
to stockholders of record on January 25 1961. As of February 15 1961 a charge of $1,130,822 was made to retained 
earnings, based on the market value per share as of the date the dividend was declared, and credits were made to 
capital stock and capital in excess of par value of stock outstanding of $73,430 and $1,057,392, respectively. 

NOTE 5—Preferred stock: 

Each share of First Series 5% cumulative preferred stock is entitled to three votes respecting all matters subject 
to vote of shareholders. The shares are redeemable at $52.50 per share. As long as any shares remain outstanding, the 
Company is required, commencing in 1965, to set aside $105,000 annually in a sinking fund for the purchase and retire¬ 
ment of these shares. 

NOTE 6—Incentive stock option plan: 

On April 20 1960 the shareholders approved an amendment to the plan to increase the number of shares available 
under the plan to 50,000 shares plus 5% of the outstanding common shares. 

The following transactions have occurred during the year under the plan: Shares 

Options granted. 37,500 

Options exercised (representing options granted during years 1955 to 1958 at 

prices ranging from $11,068 to $14,418 per share). 12,764 

Options terminated. 4,889 

At January 1 1961, there were outstanding 58,323 stock options granted from 1956 through 1960 at prices ranging 
from $11,068 to $23,787 per share (95% of the market price at the granting dates, as adjusted for the 1960 stock divi¬ 
dend). Options granted are exercisable proportionately over a four year period beginning two years after the granting 
date; such options expire one month after becoming exercisable. At January 1 1961, there were 33,599 unoptioned shares 
available under the plan. 

NOTE 7—Retirement plan: 

The Company's retirement plan provides for the Company to make contributions to a trust adequate to finance the 
benefits provided for in the plan on a sound actuarial basis. Contributions to the fund charged to earnings in 1960 
amounted to $213,383. Unfunded past service costs under the plan at January 1 1961 amounted to $617,500. 

NOTE 8—Capital in excess of par value of stock outstanding: 

Balance, January 3 1960. $4,029,901 

Excess of market value (at date of declaration) over par value of 56,691 shares of 

common stock issued pursuant to a 3% stock dividend paid on March 1 1960. 1,204,684 

Excess of amount received over par value of 12,764 shares of common stock 

issued pursuant to stock option plan (Note 6). 138,936 

Balance, January 1 1961. $5,373,521 



Phk;r Watkhhoi-skKCo. 


February 17 1»«1 


To the Board of Directors of 
Lucky Stores, Inc. 

In our opinion, the accompanying statements 
present fairly the financial position of lucky Stores, 
Inc. at January 1 1961 and the results of Its operations 
for the fiscal year (52 weeks) then ended, In conformity 
with generally sccepted accounting principles applied on 
s basis consistent with that of the preceding year. Our 
examination of these statements was made In accordance 
with generally accepted auditing standards, and accord¬ 
ingly included such tests of the accounting records and 
such other auditing procedures as we considered necessary 
In the clrcusistances. 
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DIRECTORS 


Gerald A. Awes 
Douglas Day 

William H. Dyer, Jr. 
Frank J. Edoff 


J. C. Ernst (Chairman) 
F. A. Ferroggiaro 

T. J. Hallinan 
Philip Harris 
Walter Justin, Jr. 


Ivan Owen 

Henry S. Parsons 

Frank S. Richards 
Dwight E. Stanford 


OFFICI 

Gerald A. Awes, President 

William H. Dyer, Jr., Executive Vice President 

Ivan Owen, Vice President and Treasurer 

Henry Edwards, 


:rs 

Douglas Day, Vice President 
L. J. Ghiglione, Vice President 
L. W. Smith, Vice President 

Secretary 


TRANSFER AGENTS 


REGISTRARS 


COMMON STOCK 

Bank of America N. T. & S. A. 

300 Montgomery Street 
San Francisco, California 


United California Bank 
405 Montgomery Street 
San Francisco, California 


The Marine Midland Trust Company 
New York, N. Y. 


The Hanover Bank 
New York, N. Y. 


PREFERRED STOCK 


Bank of America N. T. & S. A. 
300 Montgomery Street 
San Francisco, California 


The Bank of California N.A. 
California and Sansome 
San Francisco, California 


COU N S EL 
Donahue, Richards & Gallagher 
1417 Central Building 
Oakland, California 


EXECUTIVE OFFICES: 1701 FIRST AVENUE • SAN LEANDRO, CALIFORNIA 


LUCKY MANAGEMENT 


Gerald A. Awes, 47, President & Chief Executive Officer, Director 

Active in the food business since 1931. Was President of Food Basket 
•I from its inception in 1949. Elected Vice President and 

Director of Lucky Stores upon merger of Food Basket into Lucky Stores 
in 1956. Elected President in 1957. Became Chief Executive Officer in 1960. 

William H. Dyer, 43, Executive Vice President, Director 

Began his career in the food business with Jim Dandy Markets 

2 and predecessor companies in 1936. Was Vice President and General 
Manager of Jim Dandy until 1956. Became Vice President 

and Director of Lucky Stores when Jim Dandy and Lucky merged in 1956. 
Elected Executive Vice President in 1960. 

Douglas N. Day, 54, Vice President in Charge of Real Estate, Director 

Has twenty years' administrative and executive experience in 

3 department store merchandising. With Cardinal Stores since 1953 as 
Vice President. When the two companies merged in 1956, was 
elected Vice President and Director of Lucky Stores. 

Ivan Owen, 39, Vice President & Treasurer, Director 

d Has been in various accounting functions with Lucky Stores 
* since 1940. Elected Treasurer in 1948, Vice President in 1952, and 
Director in 1956. 

Lawrence J. Ghiglione, 55, Vice President in charge of Produce 

5 Employed in the food business since 1921 and has been with Lucky Stores 
since 1931 in charge of produce. Was elected a Vice President in 1948. 

Lloyd W. Smith, 52, Vice President in Charge of 
Properties and Maintenance 

6 Employed in the food business since 1929 and with Lucky Stores since 
1943. Promoted to Properties and Maintenance Manager in 

1953 and elected a Vice President in 1956. 

Leland S. Nemechek, 52, Southern Regional Manager 

7 Has been in the food business since 1931. Employed by Lucky 

' Stores in 1957 as San Diego Division Manager. Promoted to his present 
position as Southern Regional Manager in 1959. 

Walter W. Frankenberg, 47, Los Angeles Division Manager 

8 With Jim Dandy Markets and predecessor companies since 1942. 
Promoted to his present position of Los Angeles Division Manager in 1957. 

Dudley G. Richardson, 42, Northern Regional Manager 

o With Lucky Stores since 1944. Advanced to 
v Bay Area Division Manager in 1959 and promoted to his present 
position of Northern Regional Manager in 1960. 

H. Wayne Kirby, 35, Seattle Division Manager 

10 With Big Bear Stores since 1947. Promoted to his present position 
of Seattle Division Manager in 1960. 

Howard L. Phillips, 49, Northern California Division Manager 

,, With Cardinal Stores since 1929. Was appointed Sacramento 
Division Manager in 1957 and promoted to his present 
position of Northern California Division Manager in 1960. 

Henry Edwards, 39, Secretary 

12 With Lucky Stores since 1940. Was appointed Assistant 
Secretary in 1948 and elected Secretary in 1956. 

Francis J. Griffin, 40, San Diego Division Manager 

13 With Food Basket since 1949. Promoted to his present 
position of San Diego Division Manager in 1959. 
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SIX YEAR 

FINANCIAL SUMMARY 


Sales 

Earnings Before Taxes on Income 
Federal Taxes on Income 
Net Earnings 
Dividends Paid on Preferred Stock 
Earnings on Common Stock 
Outstanding Shares 
Earnings Per Share Common Stock 
Cash Dividends Paid on Common Stock 
Stockholders’ Equity: 
Preferred and Common 
Stockholders’ Equity: 

Common 

Current Assets 

Current Liabilities 
Working Capital 
Long Term Debt 


1960 

62 WEEKS 

1959 

63 WEEKS 

1958 

62 WEEKS 

$190,071,490 

$178,689,888 

$141,512,741 

5,991,835 

5,947,542 

5,358,864 

3,170,000 

3,100,000 

2,880,000 

2,821,835 

2,847,542 

2,478,864 

50,000 

50,000 


2,771,835 

2,797,542 

2,478,864 

(1,958,154) 

(1,888,699) 

(1,730,404) 

1.42 

1.44* 

1.39* 

1,549,339 

1,505,828 

1,305,315 

18,971,537 

17,985,780 

15,583,083 

17,971,537 

16,985,780 

15,583,083 

19,414,426 

18,599,560 

17,151,519 

11,649,224 

9,994,244 

7,991,990 

7,765,202 

8,605,316 

9,159,529 

3,167,506 

3,595,451 

3,813,700 


1957 

62 WEEKS 

1956 

62 WEEKS 

1955 

62 WEEKS 

$128,671,517 

$114,397,865 

$ 44,841,656 

4,509,724 

3,773,410** 

1,626,512 

2,362,000 

1,943,000** 

847,000 

2,147,724 

1,830,410** 

779,512 


8,859 

26,831 

2,147,724 

1,821,551** 

752,681 

(1,650,530) 

(1,648,430) 

(812,413) 

1.26* 

1.075* 

.90* 

1,138,513 

761,713 

485,393 

13,199,117 

12,175,205 

5,565,890 

13,199,117 

12,175,205 

5,124,040 

17,179,378 

15,557,683 

6,165,720 

8,328,445 

7,748,086 

3,993,212 

8,850,933 

7,809,597 

2,172,508 

4,436,709 

4,171,367 

1,266,440 
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♦Adjusted for 3% Stock Dividend Paid March, 1960 
♦♦Excluding Non-recurring Gain 
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